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THE TRAFFIC CONGESTION RELIEF PROGRAM ALLOCATION POLICY AND
TRIBAL GAMING

ISSUE:

Proposition 42 was fully funded for Traffic Congestion Relief Program (TCRP) projects in Fiscal
Year (FY) 2006-07 and is proposed for full funding in the Governor’s Budget Proposal for

FY 2007-08. The FY 2006-07 Budget also assumed that $290 million resulting from the sale of
Tribal Gaming bonds would become available for allocation to TCRP projects in FY 2006-07.
However, significant legal challenges still exist, making it unlikely that revenue derived from Tribal
Gaming bonds will become available through at least FY 2007-08. During this period, revenue
resulting from Tribal Gaming Compacts will be transferred to the State Highway Account (SHA) to
repay General Fund debt to that account. Additionally, the passage of Proposition 1A included
provisions for repaying the TCRP over a period of up to 10 years as a result of the partial suspension
of Proposition 42 in FY 2003-04 and FY 2004-05.

The TCRP allocation capacity will become insufficient to allow full allocations for all projects
seeking TCRP funding in FY 2007-08, assuming that allocation requests will be made on the
schedule documented in the October 2006 TCRP Bi-Annual Progress Report. As a result, the
California Transportation Commission (Commission) requested that the California Department of
Transportation (Department) propose an allocation plan for current and future TCRP revenue.

RECOMMENDATION:

The Department recommends the Commission continue making allocations against the remaining
TCRP funds budgeted in FY 2006-07, excluding Tribal Gaming bond funds, and against the 5684
million in TCRP funds included in the Governor’s Budget Proposal for FY 2007-08 on a first-come
basis. The Department continues to recommend that allocations be limited to the amount of funds
proposed for appropriation through FY 2007-08, in lieu of allocating on a cash-management basis.

The Department will continue to monitor the allocation capacity and will begin discussions with
TCRP project applicant agencies that will be seeking allocations in future years to develop an
allocation plan in accordance with future TCRP funding. The results of these discussions and
resulting recommendations will be reported in future TCRP Bi-Annual reports, beginning with the
April 2007 report.
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BACKGROUND:

The FY 2007-08 Governor’s Budget proposal includes $684 million for TCRP projects. The
proposed funding consists of the final Proposition 42 transfer of $602 million and $82 million
repayment for prior suspensions of Proposition 42 as authorized by Proposition 1A. This additional
funding proposed in the FY 2007-08 Governor’s Budget could support an increase in current year
allocations and provide an opportunity to advance some TCRP projects by one construction season.

Based on the October 2006 TCRP Progress Report, approximately $857 million will be requested for
project allocations for the remainder of the current fiscal year. The following summarizes the
documented TCRP allocation needs remaining for FY 2006-07:

e Reimburse remaining approved AB 1335 Letters of No Prejudice (LONPs) for projects
scheduled for completion in FY 2006-07 - $340 million.

e Projects ready to go to construction in the remainder of FY 2006-07 - $159 million.

e Pre-construction phases ready in the remainder FY 2006-07 - $358 million.

As of December 2006, $449 million remains available for allocation to TCRP projects, with
revenues included in the FY 2006-07 Budget (excluding Tribal Gaming bond funds). Combining this
amount with the proposed $684 million in the FY 2007-08 Governor’s Budget provides a current
allocation capacity of $1.133 billion.

A listing of TCRP projects with remaining allocation needs is attached. If all projected allocation
requests for FY 2006-07 are approved, only $276 million will remain for allocation against the
projected needs for FY 2007-08. The current projected allocation need for FY 2007-08 1s $859
million (including $181 million for completed Letters of No Prejudice). Therefore, there will be
insufficient TCRP funding for all allocation needs.

TCRP REVENUE SOURCES:

Proposition 42

The FY 2007-08 Governor’s Budget proposal includes the final transfer of $602 million from
Proposition 42 revenues for TCRP projects. Beginning in FY 2008-09, all Proposition 42 revenues
will be split between the State Transportation Improvement Program (STIP), the Public
Transportation Account (PTA), and to cities and counties for local road rehabilitation projects.

Proposition 1A

Proposition 1A requires payments to be made from the General Fund for the portion of revenues that
were not transferred due to Proposition 42 suspensions in FY 2003-04 and FY 2004-05. Any
amount of revenues that are not repaid from the General Fund by July 1, 2007, shall be transferred
from the General Fund no later than June 30, 2016. The amount of the transfer payments to be made
in each fiscal year shall not be less than one-tenth of the total amount remaining to be transferred.
The proposed FY 2007-08 Governor’s Budget includes $82 million repayment from the General
Fund, and a similar amount is projected for subsequent years.
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It should be noted that Proposition 1A also authorizes the Legislature by statute to allow TCRP lead
agencies to bond against this revenue stream.

Tribal Gaming

In 2004, the Governor negotiated compacts with five Indian tribes that generate approximately $100
million per year for the General Fund. AB 687 (Chapter 91, Statues 0f 2004) authorized the use of
these revenues to secure bonds to repay General Fund debt to various transportation accounts.

Legal challenges have so far prevented the sale of bonds. Therefore, revenues generated by the
Tribal Gaming compacts, approximately $100 million per year, are being transferred to repay
outstanding General Fund debt to the SHA, PTA and Traffic Congestion Relief Fund (TCRF). The
FY 2007-08 Governor’s Budget proposal includes the transfer of $100 million for both FY 2006-07
and FY 2007-08 to the SHA. Assuming the bonds will not be sold and this transfer continues, the
TCRF will receive revenues from this source beginning in FY 2009-10, after the SHA loan is fully
repaid.

The following table illustrates the current estimate of how revenues from the Gaming compacts are
to be distributed to the TCRF over the next several fiscal years, beginning in FY 2009-10:

TABLE 1

Fiscal Year 2009-10 | 2010-11 | 2011-12 | 2012-13 | Beyond | Total
Traffic Congestion Relief Fund (TCRF)‘ 376 $100 $100 $14 $192 $482

Please note, the schedule above could be affected by actual SHA interest in FY 2009-10 (which
could be higher) and may push out repayments to the TCRF and PTA to subsequent fiscal years.
There are no guarantees that revenues will be made available for future fiscal years on the schedule
shown, thus the Department must assume TCRP funding from this source remains uncertain at this
time.

PROJECTED TCRP ALLOCATION NEEDS:

Twice each year, the Department, in cooperation with TCRP lead agencies, develops the TCRP Bi-
Annual progress Report. Lead agencies are requested to provide a status of the progress for each
project, including an estimated date for allocation of remaining TCRP funds for each project. A list
of remaining allocation amounts by project component and fiscal year is shown on the attached
document. :

The following table contains an estimate of future year revenue streams compared with the projected
remaining allocation needs of TCRP projects. The allocation needs are summarized by allocation
priorities used in previous allocation plans for the TCRP, specifically allocations for completed
Letters of No Prejudice (LONP), allocations for construction, and allocations for pre-construction
phases of work (environmental clearance, design and right-of-way phases).

“Caltrans improves mobility across California”




CHAIR AND COMMISSIONERS Reference No.: 4.5

January 31-February 1, 2007

Page 4 of 4
TABLE 2
($ x 1 million) FY 2006-07/FY 2007-08|FY 2008-09FY 2009-10| Beyond
Revenue:
Proposition 42 $678 $602 $0 $0 $0
TDIF / Prop 1A $321 $82 $82 $82 $501
Tribal Gaming 30 $0 $0 $76 $406
Total Revenue $999 $684 $82 $158 $907
Allocations:
Allocations Made in
FY 2006-07 $555 $0 $0 $0 30|
LONP Reimbursement $340 $181 $0 $26| $0
Future Construction
Allocations $159 $399 $74 $125 $44
Future Pre-Construction
Allocations $358 $279 $204 $53 $33
Total Projected Allocation
Need $1,412 $859 $278 $204 $77
Remaining Annual
Allocation Capacity ($413) ($588) ($784) ($830) $0

As the table above illustrates, current year allocations are insufficient to meet the projected allocation
needs for remainder of FY 2006-07 by $413 million. However, the $602 million of FY 2007-08
Proposition 42 funding for the TCRP could be used to increase allocations for projects in the current
year. The Commission may, with relatively little risk, increase allocation capacity to meet this $413
million demand.

Assuming TCRP applicant agencies request allocations in accordance with information submitted
and published in the October 2006 TCRP Bi-Annual report, the TCRP allocation capacity will
become insufficient sometime in FY 2007-08. By the end of FY 2007-08, it is projected that there
will be $588 million of pending allocation requests.

The Department will continue to monitor the allocation capacity and begin discussions with TCRP
project applicant agencies to develop an allocation plan in accordance with available future TCRP
funding. Options include a resolution of the legal issues regarding Tribal Gaming revenues, increased
use of LONPs, and lead agencies bonding against Proposition 1A revenues. The results of these
discussions and resulting recommendations will be reported in future TCRP Bi-Annual reports,
beginning with the April 2007 report.
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